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STATE OF TEXAS § 

§ 

COUNTY OF TARRANT § 



Suzanne Henderson 



KNOW BY ALL MEN THESE PRESENTS: 




NO SURFACE USE OIL AND GAS LEASE 





(and referred to herein as "Said Land," the "Property," or the "Leased Premises"). The Leased Premtses shall include 
all strips and gores, streets, easements, highways and alleyways adjacent thereto. Lessor agrees to execute at 
Lessee's request any additional or supplemental instruments reasonably necessary for a more complete or accurate 
description of the leased premises. For the purpose of determining the amount of any shut-in royalties hereunder, the 
number of gross acres specified above shall be deemed correct, whether actually more or less. 

2 Term Subject to the other provisions contained herein, this Lease shall be for a term of thirty-six (36) months from 
the~date hereof (the "primary term"), and for as long thereafter as oil or gas or other substances covered hereby are 
produced in paying quantities from the Leased Premises or from lands pooled therewith, or this Lease is otherwise 
maintained in effect pursuant to the provisions hereof. 

3 Option Clause Notwithstanding anything to the contrary herein, Lessee is hereby granted the exclusive option, to be 
exercised prior to the date which this Lease or any portion thereof would expire in accordance with its terms and 
provisions, of extending this Lease for an additional period of two (2) years as to all or any portion of the acreage of the 
Leased Premises. The only action required by Lessee to exercise this option being payment to Lessor of an additional 
consideration of the sum equal to the original cash bonus paid to Lessor as a bonus for signing the Lease, which 
payment shall cover the entire two (2) year extended primary term. Should this option be exercised as herein provided, 
it shall be considered for all purposes as though this Lease originally provided for a primary term of five (5) years. If 
this Lease is extended as to only a portion of the acreage then covered thereby, Lessee shall designate such portion by 
a recordable instrument. 



4. Minerals Covered . For purposes of this Lease, "oil and gas" means oil, gas and other liquid and gaseous 
hydrocarbons and their constituent elements produced through a well bore. "Oil" includes all condensate, distillate and 
other liquid and gaseous hydrocarbons produced through a well bore. "Gas" includes helium, carbon dioxide and other 
commercial gases, as well as hydrocarbon gases. Expressly excluded from this Lease are lignite, coal, sulfur and other 
like minerals. Lessee shall have no rights to water in, on, or under lands of Lessor. 



5 Royalty . Royalties on oil, gas and other substances produced and saved hereunder shall be paid by Lessee to 
Lessor as follows: (a) for oil and other liquid hydrocarbons separated at Lessee's separator facilities, the royalty shall 
be twenty five percent (25%) of such production, to be delivered at Lessee's option to Lessor at the wellhead or to 
Lessor's credit at the oil purchaser's transportation facilities, provided that Lessee shall have the continuing right to 
purchase such production at the wellhead market price then prevailing in the same field (or if there is no such price 
then prevailing in the same field, then in the nearest field in which there is such a prevailing price) for production of 
similar grade and gravity; and (b) for gas (including casinghead gas) and all other substances covered hereby, the 
royalty shall be twenty five percent (25%) of the proceeds realized by Lessee from the sale thereof, computed at the 
point of sale, provided that Lessee shall have the continuing right to purchase such production at the prevailing 
wellhead market price paid for production of similar quality in the same field (or if there is no such price then prevailing 
in the same field, then in the nearest field in which there is such a prevailing price) pursuant to comparable purchase 
contracts entered into on the same or nearest preceding date as the date on which Lessee commences its purchases 
hereunder. 

Royalties on oil, gas and other substances produced and saved hereunder which are processed in a processing plant 
in which Lessee, or an affiliate of Lessee, has a direct or indirect interest, shall be calculated based upon the highest of 
the proceeds received or the market value of the products so processed. Similarly, on oil, gas and other substance 
produced and saved hereunder which are sold to Lessee, or an affiliate of Lessee, royalties shall be paid based upon 
the higher of the market value of the products so sold and the proceeds received by Lessee for said products. 



Notwithstanding anything to the contrary herein in nc > ^ 

production or any post-producfton costs, including coste of Mtog ga ™™SJ^< ' J on or depreci ation of 
delivery, transportation, manufacture, processing, treating or marke* ing^or "J^SdSm he leased premises or lands 

-le^ 

As used herein, "affiliate" means (i) a -porationjoin^^ 

percent (10%) of the outstanding voting interest of Lessee or i .which ^^SSJVZln which, together with Lessee 
expressly so provides in writing signed by Lessor. 

which will measure the gas for calculating the payment made by the purchaser of gas production. 

been drilled but not traced shall be deemed incapable of producing in paying quantities If for a ' °t nineqr v» 
mnsecut^e days such well or wells are shut-in or production therefrom is not being sold by Lessee then i Lessee _ shall 

mmmmm^m 

of shut-in royalty for more than one single period of up to two (2) consecutive years. 

7 Pavments All shut-in or other royalty payments under this Lease shall be paid or tendered to Lessor at the address 
in iBSSf or al such address or to Lessor* credit at such depository institution as Lessor may provide wntten notice 
of from time to time. All payments or tenders may be made by check or electronic transfer. 

A Continuous Drilling Obligations If Lessee drills a well which is incapable of producing in paying quantities (a "dry 
aftefsucrcesLt on of all production If at the end of the primary term, or at any time thereafter, this Lease is not 

any additional wells except as expressly provided herein. 

Q Poolina Lessee shall have the right but not the obligation to pool all or any part of the Leased Premises or interests 
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interests; provided, however, that the «*. Leased « ^^rSS 
created pursuant to the pooling thorny gran Mhm The unrt f med o P y Qf ^ , gnd 
horizontal completion shall no exceed eigh $ (80 1 ' * sa £ « Q) acres lus a maximurn acreage 

for a gas well or a horizontal completion shall nor e ^„ 8 "™ n i r f t J n ^ .^well" and "gas well" shall have the 
tolerance of ten percent (10%) For the P^^^'J^J^'^STlf no definition is so prescribed, 
meanings prescribed by applicable law or * he aPP/PP" 8 * ?° vemme n «' d „ „. means a we ,| 
"oil well" means a well with an initial gas-oil ^^^^^^^J^a^ test conducted under 
with an initial gas-oil ratio of W^'^lKS testing equipment and "horizontal 
normal producing conditions using standard lease >sepanrtor ftwto* " 4^ exceeds the vertical 

completion" means a well in which the hotaonW cotn[«»nt of ^9 r °f ™'^ nt (120) days of firs t production, 
component thereof. In exercising its pooling , nghts he c J^^3ve date of pooling which may 
Lessee shall file of record a written decla «aton descr ««^^ ^ of Lessor's acreage shall be 

be retroactive to first production. In the event Lessor's acreage is inc uoea in ■ premises shall be 

included. Production, drilling or reworking operations * » u ^^^^Mhat the production on 

before or after commencement of production, in ^J^^^J^^^^^ega determination 
me date of termination. Pooling hereunder shall not constitute a cross-conveyance of interests. 

wmmm 

obligation. 

11 Release and VerticalPuahClause. Lessee may, at any time and from time to time deliver to Lessor a file of 

oremises or on lands pooled therewith, whichever is the deepest; provided, however, if Lessee is then engaged in 

premises or on lands pooled therewith, this Lease shall remain ,n full force and effect as to all 
depths so long as no more than ninety (90) days elapse between operations. 

12 Nn Surface Use . Notwithstanding anything to the contrary in this Lease, Lessee shall P 8 *^"^^*" 
nf rrnss over Dlac e any structure or building upon or conduct any operations (including but not limited to 
^.S^MJ^tpS^^ lM^ PremLs or within six hundred feet (600') of the Leased Premises or 
anv othe ?^SSSS^k^withln the same subdivision or neighborhood addition as the Leased Premises^ 
S^rt^rSSna^ta leased premises by pooling, as provided herein, or by directional or horizontal drilkng 
S^^f^Z^ toc^ on other lands Notwithstanding anything to the contrary in the Lease, iMW h* 
<ZmT*mU^Z vertically, or at an angle under the Leased Premises at a ^ 
hundred (300) feet below the surface. Lessee has no right to pipe, transmit, or transport gas under the Leased 

^ *Pftth« h less than three hundred (300) feet below the surface. Lessee shall make all reasonable 
^^V^S^^r^bo^ streets or thoroughfares in devetoping the Leased Premises, any lands 
pooled therewith or otherwise. 

13 Noise Noise levels associated with Lessee's operations related to the drilling completion f^J^^^ 
installing a noise suppression muffler or like equipment. 
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inching environmental regains, setback requ^nt, "^^^^ ^!^^ - 
price of oil, gas and other substances covered « J° **** enta lysucn ww, , 9 considere d a 

electricity, fuel, access or easements, or by f re flood, awerae ™*f market for production or failure of 

of such Force Majeure event. 

hazardous wastes, hazardous materials, hazardous substances }^^^ c ^^l 2 u s c Sec tions 9601, et 
MATLpfATsREACH AND DEFAUL ^ HE^^DER AND LESSEE SHALL INDEMNITY, HOLD HARMLESS AND 

mmmmmmm 

THIS LEASE. 

ia inH^mnihi i pcccc AGREES TO INDEMNIFY AND HOLD HARMLESS LESSOR, AND LESSOR'S 

miiirc -rn PROPPRTY INCLUDING WITHOUT LM TAT ON, ATTORNEYS FEES, EXPERT t-tfcb, ANU 
COU^^ C^STS CAUSED BY LESSEES OPERATIONS ON SAID LAND OR LANDS POOLED THEREWITH OR 
LESSEE'! MEETING foF PRODUCTION FROM THE LAND OR ANY VIOLATION OF ANY ENVIRONMENTAL 
REQUIREMENTS BY TeSSEE AS USED IN THIS PARAGRAPH, THE TERM ''LESSEEMNCLUDES LESSEE, TS 
AGENTS EMPLOYEES, SERVANTS, CONTRACTORS, AND ANY OTHER PERSON ACTING UNDER ITS 
DIRECTION AND CONTROL, AND ITS INDEPENDENT CONTRACTORS. 

17 Notices . All notices required or contemplated by this Lease shall be directed to the party being I notifiec I at the 
addre^sktentified in Section 1 , unless notice of another address has been provided in wn ting. All such notices shall be 
made by regSered or certified mail, return receipt requested, unless another means of delivery ,s expressly stated. 

18 Nn Warranty of Title . Lessor makes no warranty of any kind with respect to title to the surface or mineral estate in 
the l eased I orernises or a ny portion of or interest therein. All warranties that might anse by common law or by statute, 
^XWTJ?lwrsS3ta. 5.023 of the Texas Property Code (or its successor), are excluded. By acceptance 
of his Tease Lessee acknowledges that it has been given full opportunity to investigate and conducted sufficient 
investigation to satisfy itself as to the title to the leased premises. Lessee assumes all risk of title failures. 

19 Purina Defaults . Should Lessee at any time fail to comply with its obligations hereunde, 'regarding ^tmctiorv 
mai ntenance, or rep air, Lessor shall have the right, after giving 30 days pnor written J^*^' 

done whatever is necessary to fulfill the obligations to its satisfaction, and Lessee shall be liab e to L es sor or We 
reasonable and necessary expenses thus incurred by Lessor, to be paid within 30 days after Lessor shall have 
furnished Lessee an itemized written statement of the expenses. 

20 v»n„e and Legal Fees . Venue for any dispute arising under this Lease shall lie in Tarrant County, Texas, where 
aN o bfe ions under this Lea se are performable. At any time that any obligation of the Lessee to make a payment shaH 
not wlfr n accordance" with the terms of the Lease, it is agreed and understood ^««^^to 
Lessor interest thereon at the highest lawful rate allowed to be charged to Lessee by Lessor under the .then i exis ng 
Stetutes of he State of Texas. In addition, in the event of the breach of any provision of the Lease, Lessee sha II pay to 
LeVsor all costs ; and expenses reasonably incurred including reasonable attorney's fees and costs of court incurred by 
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Lessor for the enforcement of the provisions of this Lease. It is agreed and understood that time is of the essence in the 
performing of each responsibility under the terms of this Lease. 

mwmmWMmm 

tfrTmatenSe possession of or under the control of the Lessee and pertammg to the Leased Premises. 

22. Division Orders . It is agreed that neither the Lease nor any of agTnf or 

drafted shall be of no force or effect. 

23. g „h. rrt in a ,inn Agreement Fees . Notwithstanding anything contained herein toth« ne«herlLe«eenor 
Lessee's assions shall ever require a subordination, partial release of lien, release of lien, consent or jjiner 
dolumentaton from any Tender of Lessor that has a lien on said land as a condition to Lessor receiving he agreed 
stoning blnus JF^ESJuent royalty payment. However, Lessor will cooperate with any reasonable effort of 
Lessee to obtain same from Lessor's lender on behalf of Lessor. 

24 Miscellaneous This Lease is entered into in the State of Texas and shall be construed, interpreted and enforced in 
acco^leSe laws ofthe State of Texas without reference tc , choice-of-law rules. Shou I anj - o the provisio s 
heroin be determined to be invalid by a court of competent jurisdiction, it is agreed that this shall not affect tne 
enfo r^eabilft o an^other proviston herein and that the parties shall attempt in good faith to renegotiate that Provis °n 
so determ ined to be invalid to effectuate the purpose of and to conform to the law regarding such provision. ItaKta 
«Ls appeahnq in Lease are for convenience only and shall not by themselves determine the construe ion of his 
Leas Tfe LeaLe ma ^be executed in one or more counterparts, each of which shall be deemed f original, but al of 
whta sha fconstitute one and the same instrument. Singular and plural terms, as well as terms stated ,n the masculine 
reminine o neut^ ^ gender, 5 "^^ to include the oTher(s) as the context requires to effectuate the full purposes of 



this Lease. 



"The rights of Lessor under this Lease shall be in addition to, and not in lieu of, all rights ^sor rnay have as > to 
payment of royalty under Texas law, including, without limitation, V.T.C.A. Natural Resources Code §§ 91.401 



through 91.405." 



9* R»i. aS e and Discharge . Lessor acknowledges that the terms of the Lease this addendum. £f *™""Vf 
royalty and bonus paid here under, and all other terms negotiated with Lessee (herein the Negotiated Te^ ™ .with 
elpect to this Lease, were obtained as a result of negotiations between Lessee and the group known as the Southeast 
Ston Praperty Owners aka "SEAPO", which consists of a committee of unpaid volunteers. In consideration of the 
Zitfspent byl Southeast Arlington Property Owners, the Committee Members, and othei ^volunteers in negMq 
and obtaining L Negotiated Terms on behalf of Lessor, Lessor, on behalf of themse ves and each of "spec ,ve 
agents spouses, co owners, predecessors, parents, subsidiaries, affiliated corporations or other affiliated entities 
successors partners principals, assigns, attorneys, servants, agents, employees, he.rs, consultants and other 
representetive^ does hereby release and forever discharge the Southeast Arlington Property Owners, the Committee 
Member and I any volunteers representing SEAPO from any and all claims, demands, obligations losses, causes of 
acto ^sts expenses attorney's fees, and liabilities of any nature whatsoever, whether based on contract, tort 
ste u or other tegal or equitable theory of recovery, whether known or unknown, past, present, or future which 
Lessor has has had or claims to have against the individual Committee Members, volunteers, or the Southeas 
A*gton Property Owners which relate to, arise from, or are in any manner connected to ^^MT^^ 
The negotiation of the Negotiated Terms, (iii), the inclusion and/or omission of any terms w,t ^^°^. J ^ s 
™ any activity, act or omission in any way related to the Negotiated Terms or the negotiation of the Negotiated Terms 
v) any and all representations made prior, during, and subsequent to Lessor's execution of this Lease and 



(iv 

or (v) 
Amendment. 



A MEMORANDUM OF LEASE and not the actual Lease instrument with its addendum, if any, shall be filed of record in 
Tarrant County, Texas, in order to give constructive notice of Lessee's leasehold interest in the property. 
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•m ia/itnfq-5 WHFREOF this Lease is executed to be effective as of the date first written above, but upon execution 
KSSSS?^ signatory's heirs, devisees, executors administrators, successors and 
t whethl or not this Lease has been executed by all parties hereinabove named as Lessor. 



assigns, 



LESSEE: Paloma Barnett, LLC 



By: 




Printed Nariie:_ 

Title: - 



LESSOR 




STATE OF f **t(\S 

COUNTY OF / KC^vt 



This in strument was acknowledged before me 



(INDIVIDUAL ACKNOWLEDGEMENT) 

., 200_^by 




on the 2^<lay of n&cf k^ 




R08 E. SCHUMACHER 

Notary Public, State of Texas 
My Cort.nhsioi* Expires 
Octoboi 19, 2011 





Notary Public. State 6t i£xas { , 
Notary's Name Printed: fob <z> .Cy^'vx^ ^ y . 
Notary's Commission Expires: foalih&c /% Z-O/ / 



STATE OF TEXAS 
COUNTY OF TARRANT 



(CORPORATE ACKNOWLEDGEMENT) 



_ 2odTby . 




iNOragf ruDiic, oiaus ui icaw 
Notary's Name Printed:t&x<fcaU*H. A* Lep*^- 
Notary's Commission Ex P ires: ^ l(/Li ^ q y§{ 
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